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SECT! OS I. 


SUIffllAKy OF TRENDS AND DEVELOPMENTS 


The Danish commitment ho build tankers For the USSR under tin's terms 
■of a 1948 trade agreement may be avoided as a result of Soviet refusal to 
oormit inspection of the stool for the program.-, (Item No. 1, A) 


f 

Ho weakening of its port closure policy should be inferred from the 
Nationalist decision to allow the US cargo ship SIR JOHN FRANKLIN to do™ 
part from Shanghai. The Chinese Minister of Foreign Affairs has info mod 
the US Charge d* Affaires at Hoag Kong that special permission was given 
only at the request of the US Government and should not be considered 
r a establishing r© precedent * (Item No, Z 9 B) 


Recent efforts of the Chines© Communists to acquire rails abroad 
indicate that they wish to coiamenc© the rehabilitation of their railway 
system immediately,, , regardless of the drain on their limited foreign 
exchange resources. (Item No. 3 a B) 


A mm railroad link connecting the province of Assam ■with the port, 
of Calcutta by a route entirely within Indian territory has been com- 
pleted some three months ahead of schedule. This development has re- 
sulted. from the partitioning of Ben gal 'which placed a large portion of 
the former Bengal Assam railway in East Pakistan.- (Item, Ho. 4, 0) 


Restitution of foreign rolling stock still held in Western Germany 
may soon be carried out. Recent consideration of the ■ problem 'by British.. 
French and US occupational authorities has revealed general agreement tint 
the improved operational efficiency of the German railway system, as evi- 
denced* by the recent handling of the harvest traffic and general reduction 


of the turn-around time for freight cars, now make restitution possible 
without endangering- the German economy,, (item No. 5, B) 
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'A® Assistant Military Attache of the Soviet ^nbassy in Ottev a 
•^apparently showing an active interest in current transportation de- 
velopments in Canada's western provinces* (Item Ho,, 6, C) 


w , 1 resent indications are that Western Germany may be included in the 
Customs Convention on touring, Coramerioal Boad Vehicles and 
transport oi Goods by Road, signed in Geneva on 16 June 
y , , y Tf r ^ oua i ' ,uro P©aa SCS representatives and now awaiting ratifies® 
“ lon respective goverpments 0 (Item Ho, ? s E) 


the even* that Czechoslovakia acquires four-engine air transports 
• ? ™ m OR ®? heduled * ervio * B fco the »•« East can be prohibited 
rhich ! u ^h°??? 0 ?! P0llC L i f r intained t he Mediterranean countries over 
ottH 1 f B ^ plao6 “ Cef action by any one of these 

countiies would provide an opening of which Czechoslovakia would m»lcklv 
take advantage* (Item Ko„ 8. A) ' i y 
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SECTION XI, , CURRENT DSVKLOPMMTS 

SUBPAGE YRAN SPOmyiQH 


. to 1ml Id tankers for i ft* USSR under the toms 
in a jy^e trade agreement may be avoided as *a” result"" of Soviet refusal to 

° f , the stoe:i for tho P r *§ram„ The agreement called for 
uhe USofi co supply ship plates for three tankers, among other vessels* 
fhe ooviet Union, however, has refused to allow entry to a Danish ship- 
yuixder^ who o extracted to build om of these tankers and five other * 

’•'03 sols, and wished to inspect the steel prior to its delivery to the 
.-5 up .yards in Denmark* (This may have been an attempt to force the Danes 
m> supply steel, sow in tight supply in the USSR,) ‘Following this refusal, 
’he shipbuilder undertook to supply the required steel from other sources, 

' The Department of State has instructed US -Embassy, Copenhagen, to 
solicit Denmark s agreement to refrain from building tankers, which the 
■. ?®f Ossified -1-A on its list of prescribed export items for either 

"^Satellite aspect to the USSR, the inspection 

_ i_f icu-tiet, provide a possible basis for Danish action to nullify its 
Unker commitment, The Department has suggested that the US would have 

'-L 0 nc*l tl0 ,J° & compensatory increase in dry cargo ship construction 
loi ohe UooK., although other compensating exports would be oven more 

^ , ?r i8h 0CTa “ itmont to ^ along the foregoing lines may 

°. balk lf land 8 P ressnt efforts during trade talks with Denmark to con- 
1 x ° r f*® construction of four large,, ocean-going tankers. This would 
ui particularly advantageous, in view of the danger that Poland might 
transfer suchveesels to the USSR,, This possibility is suggested by the 
* < r 0n t sale Ox Irolish passenger vessels to the USSR (see D/Tr Weekly II q„ 

Q*j / ia 

Although a substantial cargo ship program would obviously increase 
the ocean-going transport potential of the USSR, small tonnage would- be of 
much lose value to the Soviet Union than would even a few fast modern 
^ankers. The USSR's repeated efforts to acquire tankers from other 
European shipyards suggest that tanker tonnage constitutes the ma%r short- 
age in the -evict ocean-going fleet, (At present the USSR's ocean-going 
tanker tonnage ranks fourteenth in world tanker fleets, totaling only" 

1-# ,000 gross tons as of 30 June 1948,) Moreover* the. recent Soviet* 

0 jarcering of US and other foreign-flag tankers to supply its petroleum 
f* 0db in the Far _ Bast indicates current inability to meet its petroleum 
transport needs (see D/Tr Weekly Mo, 91), If the USSR were to acquire four 

Sh lTalent t0 *• ***** ««et would be inched bt 

on.y 40 # 00w gross tons, but the Trans-Siberian railroad would be relieved 

01 some of tne strain under which it now operates, (Secret) 
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• Ho weakening of its port closure policy s hould b e Inferred fi ... the 
s-tatiowfisi decision to auoir the US cargo ship Sill JOHN E&ANKLIH to do- 
part from Shanghai „ The Chinese Minister of Foreign Affairs has informed 
the TIS Charge d’affaires at Hong Kong that special permission was given 
only at the request of the Uo Government and should not be consid&r'sd as 
establishing a precedent. 'The Minister, furthermore., requests the Embassy 
1,0 take steps to warn the vessel’s operator, Xsbrandtsea, against repetition 
of past attempts to violate the closure order by sending ships into 
Shanghai * 


Meanwhile, both the Far Eastern representative of Isbrandtsen and the 
line's Shanghai agent now believe that it would be unwise to attempt 
further entries into Shanghai under present conditions » The basis for 
their attitude is not known, but it is unusual in that it apparently con- 
flicts with that of the US home office,, In all probability the represen- 
tatives realise that, despite US protests, the nationalists may stand firm 
on their closure policy in the future*? and that movements into Shanghai 
will become increasingly dangerous, (Confidential) 


Recent efforts of -the Chinese C ommun ists to acquire rails abroad 
indicate that ttiey Wiaih €o ' oon^noe"ihe' ' reSaMlitatCon 'oi' their railway 
system immediately, regardless of the drain -on their limited, foreign 
exchange resources a 


An attempt to resolve the railway problem with domestic resources has 
resulted in the restoration of most lines, although many of these are 
capable of handling only light traffic,. In this restoration, the Commu- 
nists have been forced to utilise rails taken from sidings and yards, 
from the second track of double tracked lines, and from an abandoned 
Japanese military railroad between Polar* and Reiho -in. north Manchuria, 
Although an order was placed with the' Northwest Iron and Steel Company 
at Taiyuan for "large quantities* of rails and other track materials, 
the capabilities of this plant are relatively limited. The steel plants 
in Manchuria, moreover, have been dismantled,-. 


It is not positively confirmed that the Communist-controlled rail- 
roads of China have received any rail material from abroad* Reports to 
the effect that about 300 miles of rail have been delivered from the. USSR 
to Manchuria may refer to nothing more than the reallocation to. these 
lines of rails which were removed from them after the Japanese collapse,, 
In any' case, the Chinese Communists are known to have negotiated for 
large quantities of rails from both Germany and Japan.,, XWo West German 
companies have been approached by a London firm to supply 75,000 tons of 
85- pound rails for the Chinese Communists » The orders have boon held up, 
however, at the request of toe US State Department. > A Tokyo metal fir® 
has, also been asked to supply 6S»Q00 tons of rails and 10 ,,000 tons of rail 
laying materials to the same customer. This order,, however, has likewise 
encountered delays in obtaining SCAP approval. (Confidential) 
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A now railroad link connecti ng- the pr ovince of Assam with tho port 
of € aleutta " Fy - “a 'rou'te” antl^-ely ^ territory has been ooi s--v 

dieted some three months ahead of schedule.' The new line is about 345 


miles long and connects Fakiragram on the existing Assam railway lino 
vrith the Alipore depot, south of Calcutta, The new track runs through 
float Bengal," Bihar 'and Cooch Behar in order to avoid entering East 
Pakistan territory* This development has resulted from the partitioning 
of Bengal which placed a large portion of tho Comer Bengal Assam rail- 


way in Blast Pakistan,, 


Since partition in August 1947, it has been necessary to move goods 
&ad passengers from Indians frontier province of Assam to the rest of 
1 .'Milan territory by means of the East Bengal Railway of Pakistan, This 
railroad has been tho principal route for delivering cargoes of jute and 
tea from Assam to Calcutta and from there to the markets of the world, 
Tho existence of so large a portion of the railroad’ s track within 
Pakistan baa given Pakistan authorities a degree of control over the 
movement of tea shipments considered undesirable by the Indian tea 
industry. 


The desirability and necessity of constructing an all-Indian rail 
route was immediately apparent to the Government of India and its ds.il— 
way Board, which late in 1947 authorised the construction of the Assam 
'Sail Link Project, According to press dispatches, goods traffic was to 
commence over the entire distance of the new line on 9 December with 
formal opening of the line for both passenger and goods traffic to take 
place on 26 January 1950, when the country celebrates tho inauguration of 
the Indian Republic, (Restricted) 


Restitution of fore ign ro ll ing stock still held in. Western Germany 
way soon 'be carried out, Secont consideration of the problem by British., 
French and US occupational authorities has revealed general agreement 
that the improved operational efficiency of the German railway system, 
as evidenced by the recent handling of the harvest traffic and general 
reduction of the turn-around time for freight oars, now make restitution 
possible without endangering the German economy* 


Subject to explicit reservations in favor of foreign countries which 
may be entitled to reparation or compensation through a future Oerrpaa 
peace treaty, the occupational authorities are studying the feasibility 
of negotiating and implementing jointly such agreements between Western 
Germany and other countries whoso rolling stock is still in Western 
Germany, or countries which are holding Reichsbahn equipment. The occu- 
pational authorities will probably insist that agreements making final 
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disposition without compensation, must dispose of all of the rolling 
stock in Western iermany belonging to any given country in such a way 
that there will be no unliquidated claims of this type against Germany, 

The agreements would probably carry varying conditions with 
respect to the- different categories of equipment. Freight cars ovmad 
by Railways, whether serviceable or unserviceable, and passenger equip- 
ment. luggage vans and locomotives in serviceable condition will prob- 
ably be ex -banged on a one- for-- one, all-formal!, or equal value from 
each side, Unserviceable rolling stock in the latter three categories 
and privately-owned rolling stock and equipment not- otherwise covered 
will probably b© returned without compensation. 


ally proceed along these lines should result in substantial reduction and 
possible c-otal elimination of foreign rolling stock still held in Germany 
during 1‘ 50. ( Confi dent ial ) 

fob- The Assistant Milita ry Attache of the Soviet Embassy in Ottawa is 

apparent ,‘y showing an active interest in’ current transportation "devalop- 
ments in Canada's western provinces. These projects are designed to 
provide ‘ail connections and improve highway links between the US and 
Alaska f jaa D/T r Weekly So. 89), According to the publisher of the 
Alaska highway Mews" at Fort St, John, the Soviet Attache not. only is a 
subscriber to this weekly newspaper, but is gathering newspapers from 
other northern points in the Highway area, (.Restricted) 


Pre sent i ndications are tha t Western Germany may be included, in the 
International Customs Convention on Touring,” Goiamerci&llSoad VoliTcies 
and International Transport of Goods by Hoad,, signed in Geneva on 16 
June 1949, by various European EGE representatives and now awaiting 
ratifies tion by their respective governments „ 

The US delegation in Geneva, although not representing a contracting 
government, favors the inclusion of Western Germany and indicates that 
the German Government, having instituted changes in official regulations 
in order to conform to the convention* s provisions, also desires to be- 
come & party to she agreement. 

Article VI of the Convention provides for signature or accession 
only by those governments "invited to take part in preparation of draft 
conventions" and thus excludes Western Germany, However, Article II 2„ 
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•providing specifically for occupied areas, states that a "contract 'm* 
government nay at a ny time., by notification to US SYG, declare that the 
present agreement shall extend to any of the other territories for which 
it has international responsibility* ” 

The BCE Secretariat has stated that* so far as th'o US is concerned* 
inclusion of Western Germany can be -accomplished legally by notification 
to tho UN by the French or British Goveraments that the agreement 
extends to Western Germany c • The British, eve now considering consul tac- 
tion with the Allied Commission* Germany, with a view to reporting to the 
UK an agreement among the three occupying powers to this effects 


©fa miATim 



the lx 


m^the yyant that C geohoa loTaki a acquire# four*-- engine air trongporta* 
operation on scheduled services "to "the "Sear East San be prohibited"" 


only if a common policy is nmintained by the Mediterranean oountriea over 
which, mch flights would --take place* . Defection by any one of these 
countries would provide an opening of which Czechoslovakia -would quickly 
take advantage G 


Numerous reports emanating from, the Greek Embassy at Prague hrr/e 
concerned the efforts of Czechoslovak Airlines (>CSA) to obtain modem US. 
air transports * These reports have been accepted with &ame reserve by 
US officials;, because it was felt that they have been partly inspired by 
the Charge - s dea i 

25X1X7 G«ec'hoalovskis ■> ,v Y. r * " \ " .'-..-,11 It:. * A' - ' ■'*“ ,;/!>; ,\ \- -\YY 

now seems to tear out these warnings that agents in Switzerland &x v e pre** 

. pared to sell the Czechoslovaks long*- range air equipment,, In con versa*- 

ovak Ministry of Trans- 
learned that the 

General n confidently” expects to purchase four US four^eagino transports 
in Switzerland* 


tiers with General Staaovs ky* Chief of the Ceechosl 
25X1X7 port* a Aviation Division* 


Concern of? the Greek Charge at Prague over his country 9 s position 
vis~a-vi© C zechos lovaki &* as a result of Greek denial of landing rights 
at Athens for Czechoslovak Airlines (C3&)* has caused him to report all 
rumors affecting developments which aught permit modification of Greek 
obligations to deny repeated Czechoslovak overtures on this score* 

Believing that his goveranent has borne the principal burden of imple- 
menting US«UK Satellite aviation policy in the Mediterranean to the 
detriment . of its trade relations with Osechos Xomkia,* the Charge apparently 
is attempting to show that this prime responsibility should now bo shifted 
to Italy with new long-range aircraft* GSA could by-pass Athens 

from Some en route to the Fast- 
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The ability of GSA to fly non-stop from Roma to Lydda would not of 
itself insure the granting by Italy of the necessary transit rights to 
the Hear East* CSA, in fact, has been denied tha right to transit Italy 
on the ground that the airline has no specified terminal point beyond 
Italy to justify such operations* (A refusal of transit rights over 
Turkey by GSA was based on similar grounds*) Sven if GSA could obtain 
these terminal rights for scheduled services, Italy, although a member 
with Chechoslovakia of the International Civil Aviation Organisation and 
thus bound by the articles of the Chicago Convention, has not adhered 
to the International Air Transit Agreement as have C ftechosloveJki a and 
Greece, and therefore is not obligated to grant overflight privileges to 
foreign airlines® 

' During recent personal visits to Greece, Israel and Italy, General 
Stanovsky attempted in each country to break down resistance to CSA 9 s . 
Mediterranean operations, but v&thout success® Although Israel has not 
been asked to collaborate in implementing the OS~UK Satellite aviation 
policy. It has in effect do me bo by Indicating that it is not ready to 
discuss civil air matters with Czechoslovakia until after an Xsraeli-US 
air agreement has been concluded, negotiations for which have not yet 
commonoed* 


GSA has one remaining avenue of approach to the Eastern Mediterranean 
through Belgrade* The present political tension between Czechoslovakia 
and Yugoslavia, however, would appear to preclude any arrangement of this 
nature « (Sec ret) 


C0HBDENT1M 
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